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senditures, the question may be asked—Why shouldn't 
the government spend a lot of money? Why worry as the 
level of government spending rises and the share of the 
national income taken and spent by government goes on 
increasing? We have all heard of the glamorous blessings 
alleged to flow out of the spending of government money, 
from more generous provision of the necessities and com- 
forts of life to increased purchasing power, more employ- 
ment, and official control of the business cycle. Why try to 
limit the source of such blessings ? 

In the first place I am convinced that the supposed bene- 
fits of government spending as such are an illusion. Gov- 
ernment has no magic power to raise the standard of living 
by spending money. What it gives to some, it takes from 
others; and in the doing, it tends to impair some of the 
finest attributes of our American character and our free 
cconomy. 

Government spending of money raised by taxation does 
not enhance purchasing power or increase employment. 
Accomplishment of these results by government spending 
is possible only when the budget is out of balance and 
the money is raised by borrowing or directly issued in the 
‘reenback form. And then the effect is only superficial and 
temporary, and accompanied by inflation, whose baleful 
results more than neutralize any possible benefits of the 
spending. 

As to control of the business cycle, the proposition, 
though vigorously advocated by some, has never been 
demonstrated theoretically, and the practical test which wé 
gave it in the nineteen thirties was anything but con- 
lirmatory. 

On the other hand freedom to spend huge sums of 
money gives to government an instrument which it may 
use to build up its power over the people. Government 
money may bribe the people to give up rights which they 
might never be persuaded to surrender by their votes. 


| approaching the problem of controlling federal ex- 
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government. Twenty-six years 2 
Nicholas Murray Butler, in his an 
of Columbia University said: 
Once more to tap the federal treasury under 
the guise of aiding the states, and once more to 
establish an army of bureaucrats at Washington, 
and another army of inspectors roaming at large 
throughout the land, will not only fail to accom- 
plish any permanent improvement in the educa- 
tion of our people, but it will assist in effecting 
so great a revolution in our American form of 
government as one day to endanger its per- 
petuity... 

I incline to think that the great majority of the American 
people, if brought face-to-face with the question, would 
agree with President Butler. It would take a lot of argu- 
ment to make them change their minds. But what argu- 
ment cannot do, the lure of state aid, subsidies for educa- 
tion, loans to hard-pressed educational institutions, might 
very possibly accomplish. 

In the second place government spending necessitates 
either (1) a corresponding burden of taxation or (2) 
deficits and borrowing. There is no other choice. Let us 
consider first the second of these alternatives. 

There is a school of thought that sees nothing disturbing 
in deficit financing and the accumulation of public debt. 
Apostles of this school have told us often in the past 
dozen years that, while the balanced budget may be all 
right now and then, we don’t ever have to have it; that a 
national debt, however large and rapidly growing (one 
enthusiast said up to four trillion dollars) need not worry 
us; that the public debt is an addition to the nation’s 
capital; and that really it isn’t a debt anyway, since we 
Owe it to ourselves. However, the deficit spending school, 
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recently so vocal and so well entrenched in high plac eS, 1S 
now, happily, more or less in eclipse. Apparently we no 
longer have to argue the case for the balanced budget. 

The danger now is that, having seen the national budget 
on the way to be balanced, we may be tempted to settle 
back in the comfortable assurance that our problem is 
solved. But look at the figures. No sense of comfort should 
flow from a national budget balanced, in time of peace, 
at the level of $3714 billion. And let no one think that 
this solves our budget problem. All it does is to bring us 
to the second aspect of lavish government spending; 
namely, heavy taxation. 

The total taxes proposed for the fiscal year 1948 are 
about $36 billion. Thus in the third year after the end of 
the war, a tax load is proposed which is seven times the 
amount collected in 1940, and only $81% billion less than 
the highest amount we endured in any war year (i.e., 
$444, billion in 1945). It is over 80 per cent of a year’s 
collection at the height of the war from which we have 
recently emerged, more than 6 times the highest amount 
collected in any year of World War I, and ten times the 
tax level of 1922. Such taxation is utterly unprecedented 
in time of peace. 

Such a load of taxation cannot continue without serious 
effects upon our economy. Taxation at this level does not 
merely lower the living standard of the nation. It dis- 
courages thrift and saving; it dries up investment and 
weakens the motives that lead men into business venture; 
it checks enterprise and slows down production; it retards 
economic progress. 

Government must spend money of course, and a great 
deal of money in these times, to pay the cost of performing 
iis essential functions. Nobody wants to limit the govern- 
ment’s spending power to the extent of preventing the 
performance of its essential functions. But I am certain 
that very substantial cuts could be made without producing 
any such result. 

Why, I ask, must the government spend the unprece- 
dented sum of $3714 billion in 1948? Presumably it was 
performing its essential functions in 1939, when it spent 
less than $9 billion. We recognize that higher wages and 
salaries, higher prices of materials, and certain continuing 
obligations consequent upon war must inevitably lead to 
increased cost. But giving full recognition to these factors 
does not account for any such difference. We still ask: Why 
must it cost the government in 1948 four times as much as 
in 1939 to perform its essential functions? 

Why must there be so many civilian employees in the 
federal government establishment? That there was a great 
increase during the war is of course understandable. To 
expect at least a roughly corresponding decrease after the 
war would seem reasonable. The total number of federal 
civilian personnel in August 1945, excluding War Depart- 
ment personnel outside the United States was 2,915,977. 
By February 1947 this number had been reduced to 
2,077,972, a decrease of 838,005. 


However, it is significant that between these dates the 
War and Navy Departments and emergency war agencies 
show a reduction of 1,146,524. That the total personnel 
declined considerably less than this is due to the fact that, 
in this same period, the old-line establishments (other than 
War Department, Navy Department, and emergency war 
agencies) increased their personnel by 308,519. In other 
words, while the war establishments were reducing per- 
sonnel, more than a quarter of their reduction was neu- 
tralized by increases in the other establishments. In eighteen 
months the total federal personnel has declined by only 
29 per cent. 

Going back to December, 1939, the federal government 
had 928,836 civilian employees; in December, 1932, the 
number was 563,805. Assuming that the government was 
performing its essential functions at these dates, why does 
it now require 31/, times as many employees as in 1932 
and more than double the number employed in 1939? 

Senator Byrd recently told the Senate (on February 19, 
1947) that: “I sincerely believe that the civilian employ- 
ment, beginning July 1, 1947, can be reduced to 1,600,000, 
and perhaps to 1,500,000, at a saving to the Public Treasury 
at the rate of $2,500,000,000 a year on the basis of present 
employment, and nearly that much on the basis of budget 
estimates.” 

No one would wish, by a niggardly control of money, 
to hamper the War and Navy Departments in the per- 
formance of their functions, so vitally essential to our 
national preservation. But when we are told that any cut 
in the appropriations for these services would necessitate 
curtailment of their functions, I think we are entitled to 
more light upon the way their money is spent. Why must 
the personal maintenance of a member of the armed 
forces (not including arms, munitions, or the engines of 
war) be now, as estimated in the 1948 budget, 214 times 
as much as it was in 1940 ($3,100 in 1948 as compared 
with $1,386 in 1940) ? 

The total average cost per man in 1945, including 
everything, was $6,960. For 1948, the budget estimates 
$6,790. We are entitled to ask how it is that in the third 
year of peace the average cost per man in the Army and 
Navy Departments is to be only $170 less than it was at 
the height of the war? 

Why should there be a six-fold increase in the cost of 
the essential functions of the Department of Commerce 
between 1939 and 1948? Even if we eliminate the Civil 
Aeronautics Administration, which accounts for more than 
half of the total estimated expenditure of the department, 
the 1948 budget estimate is almost five times the amount 
spent in 1939. 

Why must the essential functions performed by the 
Department of Labor cost seven times as much in 1948 as 
was expended in 1939? In fact, if we eliminate from the 
1939 figure the cost of the Children’s Bureau, which is no 
longer in this department, the increase is twenty times. 

The estimated expenditures of the State Department for 
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1948 are thirty-one times what this department spent in 
1939. In this case we have an immediate partial explana- 
tion in the estimated cost of UNRRA, United Nations par- 
ticipation, and aid to Greece and Turkey. But eliminating 
all these services, we still have to ask why the remaining 
essential functions of the State Department must cost ten 
times as much in 1948 as in 1939. 

Present law requires the Housing Expediter to wind up 
his affairs as of December 31, 1947. For the 6 months of 
the fiscal year 1948 which are involved, he is asking an 
appropriation of $914,500 for ‘‘special studies” in addi- 
tion to $340,000 requested for “technical tests.” The spe- 
cial studies are to be carried on under contract with other 
agencies. This item has been approved by the Bureau of 
the Budget. 

There are forty-odd government corporations, of which 
twenty-eight are wholly owned by the government. The 
budget message forecasts that by June 30, 1948, the 
financial statement of the wholly owned corporations will 
show them with total assets of about $12.5 billion, repre- 
sented mainly by loans receivable, lands, structures, and 
equipment. They will show, however, total liabilities of 
about $14.5 billion, representing mainly bonds, debentures 
and notes payable. They will have paid-in capital and sur- 
plus of about $8.5 billion but an accumulated deficit of 
about $10.5 billion. 

The budget contemplates that the wholly owned corpo- 
rations will have income next year of nearly $1.5 billion, 
but expenses of nearly $2.5 billion. These figures indicate 
the huge scale upon which government corporations have 
been operating, but do not reflect the power which has 
been given them to obligate directly the credit of the 
government. Some estimates of this power run as high as 
$30 billion. Many of the corporations have been chartered 
under state law and without specific authority of Congress. 
They have thus found themselves cloaked with powers, 
granted by the chartering states, beyond anything that 
Congress contemplated. 

These huge operations have not yet been brought under 
adequate control by the Congress. They have been able to 
spend enormous sums of money without appropriation by 
Congress, without financial accountability, without adequate 
reports, with their business operations largely conducted 
under the cloak of secrecy. That wasteful and unnecessary 
expenditures have occurred can hardly be questioned. Here 
is One great opportunity for curtailment of unnecessary 
government undertakings and reduction of spending. 

There has, however, been some progress in correcting 
this condition. In 1945 Congress enacted the Government 
Corporation Act, which marked an important step toward 
bringing these corporations under budgetary and account- 
ing control. These agencies are now subject to procedures 
of the Budget Bureau and the General Accounting Office: 
Last July there was enacted for the first time a “‘govern- 
ment corporations appropriations act,” as one of the supply 
bills. No wholly-owned government corporation created 


under state laws may continue after June 30, 1948, as an 
agency or instrumentality of the United States, unless 
reincorporated by Act of Congress. All wholly-owned cor- 
porations must make a showing prior to June 30, 1948, 
as to the need for continuance. 

These are only a few samples. They are, I believe, suffi- 
cient to establish strong presumption, if not absolute proof, 
that the $3714, billion estimate of 1948 expenditures, 
being only 4 billions less than now estimated for the 
current year, includes far more than would be required 
for an economical and efficient performance of the essen- 
tial functions of the national government. 
~ Mr. Lindsay Warren, Comptroller General of the United 
States, has this to say: ‘“We have developed an extravagant 
hodge-podge of duplications, inefficiencies, and inconsis- 
tencies, . . . 75 different bureaus and agencies of the Gov- 
ernment that have an important connection with transporta- 
tion . . . public housing . . . at least 15 different agencies, 
. . . 14 agencies dealing with forestry matters, and no less 
than 65 gathering statistics, . . . 34 different agencies could 
acquire land . . . one-fifth of the entire land area of the 
United States is owned by the government...” 

When we recall Senator Byrd's estimate of a possible 
saving of two and a half billion on salaries alone and the 
figures showing economies possible in the government 
corporations, and think of the departments and bureaus 
whose estimated expenditures for 1948 are five, ten, or 
twenty times what sufficed for the performance of their 
essential functions in 1939, it is hard to doubt the prac- 
ticability of saving six billion dollars, or even, I venture 
to suggest, ten billion. 

Can the Congress accomplish such a saving? We have 
new encouragement in the Legislative Reorganization Act, 
approved last August. The sections of this act relating to 
budget matters are among its most important. 

Briefly, the act sets up a joint committee of all the 
members of the committees of the two houses dealing with 
appropriations and the raising of revenues. This joint 
committee is required to meet at the beginning of each 
regular session of Congress to consider the budget recom- 
mendations of the President. Whereas heretofore the ap- 
propriating committees have approved bills without regard 
to prospective receipts, and the revenue-raising committees 
have paid little if any attention to appropriations, the new 
law requires joint study and consultation. 

The joint committee of the House and Senate is directed 
to submit a report to the respective houses by February 15 
of each year, indicating the estimated revenues and recom- 
mending the maximum amount to be appropriated, together 
with a reserve for deficiencies. Submission of the committee 
report is intended to be followed by approval by the two 
houses of a concurrent resolution for the fixing of the 
aggregate total to be appropriated. 

The necessity for Congressional action on a budget ceil- 
ing for each fiscal year does much to compel Senators and 
Representatives to assume a responsibility which could 
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easily be avoided under the old system. It gives opportunity 
to constituents to make known their Opinions upon particu- 
lar phases of expenditures while appropriation bills are 
pending. Heretofore the public, and for that matter, Con- 
gress, learned little concerning the proposals of the appro- 
priation committees until about the time they were to be 
voted upon—usually too late for an effective registration 
of public sentiment. 

The debate and struggle that will accompany each appro- 
priation measure, bringing to Congress and the public 
realization of the scope and detail of government spend- 
ing, may well prove to be one of the most significant 
accomplishments of the new procedure. The hope is that 
early in the regular session there will be developed a better 
perspective of the needs and possibilities of reductions or 
increases of expenditures, taxes, or debt. 

There is reason to believe that a more economy-conscious 
Congress will emerge from discussion of the budget ceil- 
ing; that there will be crystallization of sentiment away 
from unduly liberal spending. I am strongly of the opinion 
that this ceiling process is sound both philosophically and 
practically. 

The Joint Committee on the Legislative Budget recom- 
mended on February 15, 1947, that the expenditures for 
the fiscal year 1948 be limited to $31.5 billion—or $6 


billion less than proposed in the budget measure. A con- 


current resolution approving this recommendation passed 


the House on February 20. The Senate amended the reso-: 


lution March 3 to provide for expenditures not exceeding 
$33 billion, $4.5 billion less than proposed in the budget 
message. Conferees were appointed, but to date have made 
no report. 

Twelve major appropriation bills must be adopted be- 
fore July 1, in addition to the District of Columbia and 
some supplemental and deficiency appropriations. Only 
four of the general appropriation bills have thus far passed 
the House. They are the appropriation bills for the Treasury 
and Post Office, for Labor and Federal Security, for the 
Interior Department, and for State, Commerce, Justice and 
Judiciary. For the activities covered in these bills, the 
appropriations estimated in the budget message were over 
$6.8 billion. Those passed by the House were about $1.3 
billion less. Of these four bills, so far the Senate has passed 
only the Labor-Federal Security bill, but it has cut $8.3 
million from the House appropriation figure. Further evi- 
dence of intention to prune has been shown by the Senate 
by passage of the Second Deficiency Bill with a provision 
requiring that the $830 million deficit for the Commodity 
Credit Corporation be paid out of current surplus. Also, 
the House committee has reduced the Navy Department 
estimates by $377 million. 

While substantial cuts may be expected in later bills, 
we are, thus far, a considerable distance from a reduction 
of five or six billion dollars below the budget proposals. 
This indicates all the more need for continuous insistence 


upon pruning. It means that an alert and forceful public 
demand for economy is indispensable if a normal but liberal 
federal budget of twenty to twenty-five billion dollars is to 
be attained in the near future, in order to permit of a 
simplified, strengthened, and sustainable revenue system. 

However, we have for the past three months been wit- 
nessing something unique in federal finance; that is, debate 
in Congress and public discussion in the press and else- 
where dealing simultaneously with both expenditures and 
revenues and giving attention to the overall total of expen- 
ditures in relation to the revenues necessary to accomplish 
a balance. This alone is a noteworthy achievement. 

There still remains much to be done before the battle for 
sound finance is won. Here are a few examples. 

The aggregate of grants-in-aid to states and their sub- 
divisions now accounts for an appreciable portion of federal 
expenditures. Besides their costs, these grants have far- 
reaching government implications leading in instances to 
centralization of power and destruction of local initiative. 
Matched appropriations have encouraged development of 
ill-advised projects because part of the cost is met by the 
federal government. There is a curious pattern of methods 
for determining the bases of these matched appropriations, 
and the whole subject of grants-in-aid requires review. 
The same applies to subsidies. 

In this connection it is noteworthy that refusal of federal 
aid has been strongly registered by certain legislatures, 
governors, and local organizations. 

It is desirable that Congress develop a plan for keeping 
itself more currently informed regarding expenditures and 
contractual obligations. Cooperation between the Congress, 
with the increased staff now available to it, and the General 
Accounting Office should develop a system of control to 
assure compliance with the intent of limitations in appro- 
priations. 

Further reform of Congressional procedures would help. 
For instance, a committee in either house having no rela- 
tion to taxes or appropriations may authorize the establish- 
ment of a new activity costing hundreds of millions of 
dollars a year, and if the measure is passed by the Congress 
and approved by the President the appropriations commit- 
tees are virtually helpless. It is true that the authorization 
provides no money, but the law creates the activity, and the 
appropriations committees are duly bound to recommend 
a proper sum. It has been urged that a legislative committee 
which proposes an authorization should be required to ob- 
tain from the appropriations committee of its house a state- 
ment of the effect of the measure upon the budgetary 
situation and incorporate that statement in its report upon 
the authorization before the measure is eligible for vote. 

There should be careful examination of the proposal to 
concentrate the appropriation process into a narrower 
period of time. Certainly there is need for discouragement 
of the growing practice on the part of the executive agencies 
to defer sending estimates to Congress on many items until 
months after the budget is submitted. Such practice, as 
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well as deficiency appropriations, with claims of “emergen- 
cies” and “‘unusual circumstances,” have been commonplace 
ind should be discouraged. 

In conclusion, while our nation and our government have 
in the past withstood strong stresses and strains and weath- 
ered many storms, a new crisis in government finance of the 
most serious nature is threatening and may soon be encoun- 


tered unless informed citizens and government authorities 
take effective steps to produce greater order, economy, and 
efficiency in the towering structure of our federal govern 
ment. The government of the United States is the largest 
operation on the face of the globe, with enormous poten- 
tialities for good or harm. Here is a challenge to the 
thought and action of every patriotic American. 
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